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BILL МО. G-89-06-34 (as amended) (аз anmended) 


GENERAL ORDINANCE NO. G- / 4-47 

AN ORDINANCE establishing a self- 

insurance fund with the City of 

Fort Wayne, Indiana. 
WHEREAS, the Indiana General Assembly has recodified 
ànd revised the laws pertaining to local government units; 
and 
WHEREAS, Indiana Code 36-1-8-6 provides that the city 
legislative body may establish a program of self-insurance and 
establish funds necessary to operate a self-insurance program; 
WHEREAS, the City Controller has recommended the 
establishment of a modified self-insurance program which 
| geni the establishment of a self-insurance fund; 


WHEREAS, a self-insurance program will succeed only if 


said self-insurance funds are funded in an actuarially scund 


manner; 

WHEREAS, the City of Fort Wayne has previously engaged 
the services of an actuarial consultant to recommend appropriate 
funding levels for such self-insurance funds; 

| WHEREAS, the City of Fort Wayne, City Controller has 
recommended that initially said self-insurance program be limited 
to general liability and auto liability claims; 

| WHEREAS, said actuarial consultant has  recommerded 
funding the self-insurance fund at a level of Ninety-Five 
Thousand Dollars ($95,000.00) for general liability and Two 
Hundred Five Thousand Dollars ($205,000.00) for auto liability; 

| NOW, THEREFORE, BE IT ORDAINED BY THE COMMON COUNCII, OF 
тир CITY OF FORT WAYNE, INDIANA: 

SECTION 1. There is hereby established а self- 
insurance fund for the City of Fort Wayne effective July 14, 
1989. 

SECTION 2. The expenditures from such fund shall be 
approved by the Board of Public Works in accordance with the 


established claim procedures as provided by law. The following 
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expenditures shall be made from said fund: 


F Approved claims. 
24 Administrative costs for self-insurance program. 
34 Attorney fees incurred in defending claims including 


reimbursement to the City General Fund for work done by 
salaried members of the City Law Department. 

4. Actuarial expenses. 

5. Any other related expenses recommended by the Insurance 
Review Committee and approved by the Board of Public 
Works. 

| SECTION 3. There shall established an insurance review 

Committee consisting of the City Controller, Corporation Coursel 

nd the Chairman of the Board of Public Works. The Insurence 

Lo Committee shall review and pre-approve any claim submitted 
to the Board of Public Works for approval of payment. 
SECTION 4. The City shall retain the services of an 
independent actuarial consultant to annually recommend 
actuarially acceptable funding levels for said self-insurance 
hae There shall be ыыы чКапсе бида oath: оле Commen. Coyne) 
that the City of Fort Wayne maintains a self-insurance program to 
said self-insurance funds an amount not less than the amcunt 
recommended by the independent actuarial consultant. 
SECTION 5. Any appropriation made to establish and 
maintain said fund shall revert to the fund only, unless a 
statute provides otherwise. 
SECTION 6. That in addition to the amount placed in 
the self-insurance fund as recommended by the indepencent 
actuarial consultant pursuant to Section 4 of this ordinance, 
there shall be an additional sum deposited into the fund equal to 
the difference between the reasonable estimate of the current 
year's premium quote for each insurance line that is being self- 
nsured and the recommended self-insurance funding level for that 
йн 

SECTION 7. That self-insurance be implemented for 


automobile liability claims against the City of Fort Wayne. 
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SECTION 8. 


Signature by the Mayor. 








This Ordinance shall be in full force and 


effect from and after its passage by the Common Council and 


Thomas C. Henry 
Councilmember 
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pu^ dei AED GENERAL ORDINANCE NO. S- 


BILL NO. ey 
oce" AN ees 


AN ORDINANCE establishing а self- 
insurance fund with the City of Fort 
Wayne, Indiana. 


WHEREAS, the Indiana General Assembly has recodified 


апа revised the laws pertaining to local government units; 


and 
WHEREAS, Indiana Code 36-1-8-6 provides that the city 
legislative body may establish a program of self-insurance and 
establish funds necessary to operate a self-insurance program; 
WHEREAS, the City Controller has recommended the 


establishment of a modified self-insurance program which 


| necessitates the establishment of a self-insurance fund; 


WHEREAS, a self-insurance program will succeed only if 


| said self-insurance funds are funded in an actuarially sound 


manner; 

WHEREAS, the City of Fort Wayne has previously engaged 
the services of an actuarial consultant to recommend 
appropriate funding levels for such self-insurance funds; 

WHEREAS, the City of Fort Wayne, City Controller has 
recommended that initially said self-insurance program be 
limited to general liability and auto liability claims; 

WHEREAS, said actuarial consultant has recommended 
funding the self-insurance fund at a level of Ninety-Five 
Thousand Dollars ($95,000.00) for general liability and Two 
Hundred Five Thousand Dollars ($205,000.00) for auto 
liability; 

NOW, THEREFORE, BE IT ORDAINED BY THE COMMON COUNCIL OF 
THE CITY OF FORT WAYNE, INDIANA: 

SECTION 1. There is hereby established a self- 
insurance fund for the City of Fort Wayne effective July 14, 


1989. 
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SECTION 2. Тһе expenditures from such fund shall be 


approved by the Board of Public Works in accordance with the 


| established claim procedures as provided by law. The 


| following expenditures shall be made from said fund: 


1. Approved claims. 
25 Administrative costs for self-insurance program. 
85 Attorney fees incurred in defending claims including 


reimbursement to the City General Fund for work done by 
salaried members of the City Law Department. 

4. Actuarial expenses. 

5. Any other related expenses recommended by the Insurance 

Review Committee and approved by the Board of Public 

Works. 

SECTION 3. There shall established an insurance review 
committee consisting of the City Controller, Corporation 
Counsel and the Chairman of the Board of Public Works. The 
Insurance Review Committee shall review and pre-approve any 
claim submitted to the Board of Public Works for approval of 
payment. 

SECTION 4. The City shall retain the services of an 


independent actuarial consultant to annually recommend 


actuarially acceptable funding levels for said self-insurance 


| fund. There shall be annually appropriated for each fiscal 


year that the City of Fort Wayne maintains a self-insurance 
program to said self-insurance funds an amount not less than 
the amount recommended by the independent actuarial 
consultant. 

SECTION 5. Any appropriation made to establish and 
maintain said fund shall revert to the fund only, unless a 
statute provides otherwise. 

SECTION 6. This Ordinance shall be in full force and 
effect from and after its passage by the Common Council and 
signature by the Mayor. 
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APPROVED AS ТО FORM 
AND LEGALITY 


Ула МЛ ; 
J. Timoth cCaulay, (tity Attorney 








ы Read the fir алад in in full and on motion e ‚ 
secondas4 e and As А A -- - Es cius 
tee оп ae И ane 






















title anc referred to the Comm eee) чес 

City Pla п15510п ror recommendation) ana Pubiic Hearing to b® .sid after 
due legal notice, at the Council Conference-Reem-128, City-County Building, 
Fort Wayne, Indiana, on ‚ the day 
of 19 ‚ at Moy ESSaT. 


DATED: 6 2749 























SANDRA E. KENNEDY, CITY CLERÉ 
Read the third tine in full and on. motion by A » LL E A 
seconded by ) ; and duly adopted, pla ed on its 
passage. PASSED ‘Lest by the following vote: 
AYES NAYS ABSTAINED ABSENT 
TOTAL VOTES $ C 
BRADBURY ы 
BURNS TA 
GiaQUINTA 3 aa == 
HENRY 7 
LONG D 
REDD A 
SCHMIDT pz 
SR 
TALARICO LL 
DATED: 2—/#— £2 а= A aH M A 
SANDRA E. KENNEDY, CITY LERK 
Passed and adopted by the Common Council of the City of Fort Wayne, 
Indiana, as (ANNEXATION) — . (APPROPRIATION) (GENEBAL) 
(SPECIAL) {ZONING MAP) ORDINANCE RESOLUTION NO. LZ L-J S. 


on the /l e day of Sey fs ‚ 19 FS " 


ATTEST SEAL 


AM y RC 


PRESIDING OFFICER 





Presented by me to the Mayor of е City of Fort Wayne, Indiana, on 


the 2 LA day of ? is, 


at the hour of /- 30 \ 






SANDRA E. KENNEDY, CITY CLE 


Approved and signed by me this [< M B pU day б 


19 Zq , at the hour of NEN o NEN o ся Beg. 


PAUL -—! Mu 











BILL НО. сояе авза (hes rto (а. arendt) 
we la 


REPORT OF THE COMMITTEE ON EINANGE yD 
=e Nee ON EINANGR 


MARK E. GiaQUINTA, CHAIRMAN 


THOMAS C. HENRY, VICE CHAIRMAN 
BRADBURY, SCHMIDT 








WE, YOUR COMMITTEE ON FINANCE TO WHOM WAS 
REFERRED AN (ORDINANCE) (RESOINWYON) establishing a self- 


кезш ешт En 
insurance fund with the City of Fort Wayne, Indiana 


























HAVE HAD SAID (ORDINANCE) (RESOLUTION) UNDER CONSIDERATION 
AND BEG LEAVE TO REPORT BACK TO THE COMMON COUNCIL THAT SAID 


(ORDINANCE) (RESOLUTION) e Mm A I IN 
DO PASS ,/DO NOT PASS ABSTAIN NO REC 





Cx Cá nods 








DATED: 7—7 


Sandra E. Kennedy 
City Clerk 
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AMENDMENTS TO G-89-06-34 
THAT THERE BE ADDED THE FOLLOWING SECTIONS: 


SECTION 6/ THAT ANY SAVINGS GENERATED BY THE USE OF SELF INSURANCE SHALL BE 


| V? ANNUALLY PLACED INOT A SPECIAL NON-REVERTING FUND, ИМЕН НЕ СЕРА INDEPENDENT 
£z 
4^ < act AM s FROM THAT ANNUAL DEDICATION 


OF MON 


SECTION 7. THAT SELF INSURANCE BE IMPLEMENTED FOR AUTOMOBILE LIABLITY CLAIMS AGAINST 
THE CITY OF FORT WAYNE. 


(SECTION 6 of ORDINACE BECOMES NEW SECTION 8) ` 4 
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| 
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CITY OF FORT WAYNE 


Insurance Proposal 


July, 1989 


Submitted By 
William G. Niezer, President 
and 
Steven W. Konkle 
Vice President, Marketing 
O'ROURKE, ANDREWS & MARONEY, INC. 


(219) 432-3400 





O'ROURKE, ANDREWS & MARONEY, INC. 


CITY OF FORT WAYNE 
OVERVIEW 


We make this renewal presentation with the understanding that the Helmke 
administration wishes to self insure more of the City's risk than is 
currently the case. As will be explained, the term "self insurance" can be 
used to describe several different programs and therefore the term has no 
absolute meaning. 


It is proper, we believe, to assume that the Indiana laws will hold up in 
court and we will assume that the projected loss levels of the Stergiou 
report are valid. We ask that you keep in mind the difference between 
insurance premium and insurance expense. It is quite simple to reduce 
insurance premium by self insuring primary losses. The expenses in the self 
insured layer (losses, loss adjustment expenses, actuarial expenses, legal 
expenses, and other administrative expenses) must be added to excess layer 
insurance premium to determine the insurance expense. In other words, as 
you assume primary losses, premium decreases, but loss and other expenses 
increase. The higher the retention, the lower the premium expense but the 
greater your potential loss and other expenses. We know that the City 
account will generate approximately 400 claims per year, therefore any 
primary layer self insurance program will present meaningful expenses within 
the retention(s). 


In the following pages I will present various factors when considering self 
insurance of the three major casualty lines. (General Liability, Automobile 
Liability, and Workers' Compensation). Since the bulk of your premium is in 
these lines of insurance, the relative savings for self insuring the 
expected losses in these other lines does not justify, in our opinion, 
taking the risk. 


O'Rourke, Andrews & Maroney, Inc. has handled the City of Fort Маупе 
casualty insurance program for many years through several administrations. 
We have numerous professional marketing, claims and loss control personnel 
dedicated to the servicing of the City account and, of course, they are all 
located in the Fort Wayne area. 
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CITY OF FORT WAYNE 


HISTORICAL PREMIUMS AND LOSSES 


Included in this section is a display of historical premium and losses as 
well as the number of losses for each year. This display encompasses 
General Liability, Automobile and Workers' Compensation insurance. 
Please note that a quote on the same basis as last year for the three lines 
of insurance is $1,057,635. Therefore a premium display of the last five 
years for these three lines of insurance is as follows: 

1989 Quote $1,057,635 

1988 1,132,080 

1987 1,462,667 

1986 1,622,098 


1985 990,287 


1984 484,727 
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CITY OF FORT WAYNE 
LOSSES VALUED AS OF 5/89 


Number Amount 
Term Incurred Incurred Allocated Premium 


General Liability 


6/14/88-89 132,900 427,842 
6/14/87-88 104,972 580,685 
6/14/86-87 255,978 725,321 
6/14/85-86 97,664 343,693 
6/14/84-85 57,247 156,627 
6/14/83-84 33,832 152,807 


Auto 


6/14/88-89 429,107 
6/14/87-88 574,994 
6/14/86-87 601,796 
6/14/85-86 379,236 
6/14/84-85 137,635 
6/14/83-84 142,723 


Workers' Compensation 


6/14/88-89 100,159 275,131 
6/14/87-88 247,971 306,988 
6/14/86-87 132,786 294,981 
6/14/85-86 118,255 267,358 
6/14/84-85 184,671 190,465 
6/14/83-84 307,635 188,759 


TOTALS 


6/14/88-89 297 304,528 688 1,132,080 
6/14/87-88 410 458,591 6,586 1,462,667 
6/14/86-87 404 439,743 19,010 1,622,098 
6/14/85-86 411 607,810 31,139 990,287 
6/14/84-85 401 363,505 17,363 484,727 
6/14/83-84 392 434,984 21,054 484,289 


NOTE: The premiums shown do not include any discounts or additional 
premiums due to audits or endorsements 
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CITY OF FORT WAYNE 
FACTORS TO BE CONSIDERED 


There are two basic types of self insurance programs: 


Insure the expected losses (working layer) and self insure the 
excess layer (excess of expected losses). 


Assume expected losses and buy insurance for excess losses which, 
by definition, you do not expect to have. 


The Indiana law grants the City of Fort Wayne certain immunities that 
private entities do not have. Specifically, claimants are limited in the 
amount they may receive from the City due to an accident to $300,000 per 
person and the most the City will pay arising out of one occurrence is 
$5,000,000. Also, a claim must be filed within 180 days of the accident. 


The City's past claims experience indicates that there will be approximately 
400 claims per year filed against the City of Fort Wayne in the three major 
casualty lines (General Liability, Automobile Liability and Workers' 
Compensation). We also know that Workers' Compensation will account for 50% 
to 75% of the claim count. 


The Stergiou report indicates that the amount of money required to properly 
fund for losses in each of the three lines is as follows: 


General Liability $174,875 (without excess) 
Automobile Liability 205,000 
Workers' Compensation 320,000 

TOTAL $699,875 


It should be noted that these numbers are discounted by anticipated interest 
income since losses generally are not paid out at the time a claim is made. 
Also note that if excess General Liability is placed then General Liability 
losses should be reduced to $95,000. 
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CITY OF FORT WAYNE 


If we look at each line of insurance we see that they vary by expected claim 


count and expected payments. Combining the Stergiou report estimates with 
our expected claims count by line we have the following: 


CLAIMS LOSSES 


General Liability 60 $174,875 (without excess) 
Automobile 55 205,000 
Workers' Compensation 285 320,000 


We should look also into the nature of each line of insurance. General 
Liability insurance covers such claims as trip and falls, drowning, 
overcrowding, and faulty road maintenance. In general, General Liability 
claims are likely to be single claimant and therefore you do not expect to 
pay out more than $300,000 for any one occurrence because of the law. 
General Liability policies have an annual aggregate limit they will pay. 


Automobile Liability insurance covers claims arising out of the ownership, 
maintenance or use of an automobile. This is the area where the potential 
for multiple claimants from one occurrence is highest. Also, the City could 
have an automobile claim outside the State of Indiana, in which case the 
Indiana law affords no protection. Automobile policies have a limit they 
will pay per occurrence, but they do not have annual aggregate limits. 


Workers' Compensation insurance is the most predictable because the benefit 
levels are set by the State of Indiana. Also, Workers' Compensation 
policies have no annual aggregate limit on the Workers' Compensation 
benefits the policy will pay. 


If we look at historical premiums we see that premiums went up dramatically 
for both the 1985 and the 1986 year. Premiums again went down meaningfully 
in the years 1987 and 1988. These fluctuations are not directly related to 
losses, but are more a function of the insurance market which varies with 
industry loss figures as well as interest rates and foreign currency rates. 
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CITY OF FORT WAYNE 


It can be seen that premium levels for all options this year would offer a 
premium savings. 


The City in recent years has not purchased Excess Liability insurance, but 
rather has been content with $1,000,000 limits for Automobile Liability and 
$1,000,000 per оссиггепсе/$2,000,000 annual aggregate for General 
Liability. The City was satisfied with these limits, partly because of the 
Indiana law, but also because Excess Liability premium was, relatively 
speaking, just as high as the primary premium. Therefore, the insurance was 
not affordable. When considering top side limits, the question of how much 
is enough must be answered. There really is no way to know the answer in 
advance, but only in hindsight. The City of Ft. Wayne has never had a 
single claim which exceeds $500,000. Also, the Stergiou report supports the 
notion that such a loss is unlikely. Should such a loss occur, there would 
in all likelihood, be only one such loss in a given year and that loss would 
probably be either a Workers' Compensation loss or an Automobile Liability 
loss. When Workers' Compensation is written on a guaranteed cost or 
retrospective rating plan there is no limit to the amount of losses the 
policy will pay (this is not true of an Excess Workers' Compensation 
policy). Therefore, Automobile Liability is properly the area of most 
concern when discussing excess limits. Because of the way claims payments 
for large losses tend to be made over a period of years it is almost certain 
that the City would have one budget year to plan for a known catastrophic 
loss should such a loss happen. А prudently established loss fund would pay 
expected losses assumed, and would be available in the event a loss exceeds 


available insurance. 


I would like to finally discuss historical primary insurance premium with 
excess insurance pricing. In the tight years of 1985 and 1986 a rule of 
thumb for $1,000,000 limits in excess of $1,000,000 General Liability and 
Automobile Liability was 50% of the primary $1,000,000. In today's more 
competitive market such a placement would cost generally 35% of primary 
premium. Keeping in mind that today's primary premium is much less than 
before it can be seen that excess premium, relatively speaking, was more 
expensive in 1985 and 1986 than is the case today. The point here is that 
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CITY OF FORT WAYNE 


the argument that assuming primary losses and insuring excess will add 


stability to your insurance expense does not hold up. Excess premiums have 


tended to fluctuate more than primary premium for heavy casualty risks which 
the City certainly is. 
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CITY OF FORT WAYNE 
PROPOSED PROGRAM 


After reviewing a number of self insurance options the administration has 
chosen an insurance program. The option chosen is a very aggressive move 
toward self insurance but it is not irresponsible. The following factors 
support this decision: 


The Stergiou report 

The number of expected claims by line of insurance 

The Indiana law 

The out of state automobile exposure 

The premium savings versus risk assumed 

Positioning the City to go further into self insurance at a future date 


Assumption of the General Liability losses in total is prudent risk taking. 
You expect losses to be funded by $174,875 and related loss control and loss 
adjustment expenses to be $18,600. The best that can be done in the 
insurance market for a $500,000 limit with a $500,000 annual aggregate is 
$307,000 for a no deductible program. The City has never paid out more than 
$275,000 in claims expenses for one year. Also, General Liability losses 
can be most easily controlled by ап aggressive loss control program. 
Finally, General Liability accidents are the most likely to have single 
claimants in which case the Indiana Law limitation offers protection. 


Automobile liability losses are the most difficult to loss control. Also, 
an out of state accident does not afford the City the protection of the 
Indiana law. Even though the City is only buying $500,000 limits, it should 
be noted that the limit applies to each accident and there is no annual 
aggregate limitation. 


Workers' Compensation can be improved with an aggressive loss control 


program. The Workers' Compensation policy has no policy limits, therefore 


the policy provides unlimited protection for accidents covered by the 
Workers' Compensation law. By choosing a Retrospectively rated plan, the 
City will be able to assign Workers' Compensation insurance costs to the 
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CITY OF FORT WAYNE 


various departments according to losses. Also, the City will have none of 
the administrative costs of the Workers' Compensation losses. The maximum of 
the Retrospective Rating plan (Retro) is higher than the standard premium 
but it is lower than the aggregate limit of an Excess Workers' Compensation 
policy. Also, there is a possibility of a return premium. Should loss 


experience not go well, you would owe the insurance company money six months 
after the expiration of the policy which would be in January 1991. 


By choosing a Retrospective plan you avoid the claims administration expense 
of this line of insurance. Also, you are self insuring with a lower 
aggregate limit than is offered by Excess Workers' Compensation policies. 
Finally, you can easily assign your loss costs to the departments in direct 
proportion to their losses. 
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CITY OF FORT WAYNE 
INSURANCE COSTS 
I. SELF INSURED GENERAL LIABILITY 
Losses 174,875 
Loss Adjustment Expense 15,000 
Safety Engineering 3,600 


$193,475 


II. AUTOMOBILE LIABILITY BASED ON 612 UNITS 
$500,000 Liability Limit $300,000 


III. WORKERS' COMPENSATION BASED ON PAYROLL OF $21,668,101 


Pay in $332,700 

Max imum $465,780 

$100,000 of losses $252,431 

$200,000 of losses $376,191 

$272,000 of losses $465,298 (maximum) 

$300,000 of losses $499,951* 
*Limited by maximum of $465,780 


IV TOTAL 


Pay in at inception $632,700 (Auto & М.С.) 
At Retro maximum $765,780 plus 
General liability 
losses and expenses. 


At Retro with $100,000 $552,431 
in Workers' Compensation G.L. losses 
losses and expenses 


Pay in at inception $632,700 

Insurance costs at Retro $765,780 

maximum General Liability 
losses and expenses. 
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CITY OF FORT WAYNE 
COMPARISONS 
A. Last year 
GaL; $1,000,000/2,000,000 
A.L. $1,000,000 
М.С. Statutory 
Premium $1,132,000 


B. Renewal Quote Same as expiring 


Premium $1,057,635 


C. Self Insured General Liability Option I 


G.L. Self insured 
A.L. $500,000 

W.C. Statutory (Retro) 
Pay in at inception $632,700 


Insurance Costs with $100,000 
in W.C. losses, 
the costs are 
$552,431 
plus General Liability 
losses and related expenses. 
At maximum, the costs are 
765,780 
plus General Liability 
losses and related expenses. 
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DIGEST SHEET 


TITLE OF ORDINANCE GENERAL ORDINANCE di "on cs 74 
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DEPARTMENT REQUESTING ORDINANCE CONTROLLER 


SYNOPSIS OF ORDINANCE Ordinance ESTABLISHING A SELF-INSURANCE FUND 


ESSARY TO OPERATE A MODIFIED SELF-INSURANCE PROGRAM FOR 
NERAL LIABILITY AND AUTO LIABILITY CLAIMS. 


rr A ERE OX EM am NONE ee ос". 
а ао UU 


EFFECT OF PASSAGE Establishes a self-insurance fund and a modified self- 
Е ee А пиши в ЕЕ Си 


insurance program for general liability and auto liability for the 
Е ЕР OR Am OT genera. таз усу апо AUCO Ану ror th 


City of Fort Wayne 
EFFECT OF NON-PASSAGE _ Total insurance coverage premium funded 


ee ул, 


MONEY INVOLVED (DIRECT COSTS, EXPENDITURES, SAVINGS) 


mU UC REED UL E EE D LAE LM НВ G0 сы сз в. 


ASSIGNED TO COMMITTEE ( PRESIDENT) 
а. 


